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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: January 31, 2018 
  
 NHC Healthcare-Farragut 

120 Cavett Hill Ln 
Farragut, TN 37934 

  
  
CONTACT PERSON: Bruce Duncan 
 National Healthcare Corporation 
 100 Vine Street, 12th Floor 
 Murfreesboro, Tennessee 37130 

 
COST: $140,000 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
NHC Healthcare Farragut, located at 120 Cavett Hill Ln, Farragut (Knox County), TN, seeks 
Certificate of Need (CON) approval for the addition of 6 new Medicare certified nursing beds to the 
existing 100 nursing home beds.   
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
The applicant’s service area is Knox County, TN.  The population of Knox County for 2017 is 
472,075, and is expected to increase by 2.4% in 2019 to 483,425. 
 
NHC Healthcare Farragut, LLC has one member, NHC/OP, L.P., which owns 100% of NHC 
Healthcare Farragut, LLC. 
 
NHC Healthcare Farragut was originally constructed in 1997 with 60 SNF beds.  According to the 
Health Services and Development Agency historical project listings, in 2003, the facility was 
approved per CON number CN0308-062 for the addition of 30 skilled nursing beds bringing the 
total to 90 SNF beds.  In 2012, CON number CN1111-049 was approved to add 10 addition SNF 
beds bringing the total to 100 SNF beds.  The change in proposed beds for this application is listed 
below. 
 

NHC Farragut 
Bed Mix Private Beds Semi-private Beds Total Beds 
Current 58 42 100 
Proposed 52 54 106 
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Along with the Skilled Nursing Facility, an 84 bed assisted living facility, NHC Place-Farragut, and 
also a new 60 unit dedicated memory care assisted living facility are located on the same campus. 
 
NHC Farragut is located approximately 9 miles from Parkwest Medical Center. 
 

Service Area Nursing Home Utilization, 2016 
County Nursing Home Licensed. 

Beds 
Total Days 

of Care 
Licensed 

Occupancy 
Knox Beverly Park Place Health and Rehab  271 73,109 73.9% 
Knox Fort Sanders Transitional Care Unit  24 6,872 78.4% 
Knox Holston Health and Rehabilitation Center  94 29,618 86.3% 
Knox Island Home Park Health and Rehab  95 26,533 76.5% 
Knox Kindred Nursing and Rehabilitation - Northhaven  96 29,931 85.4% 
Knox Little Creek Sanitarium  38 13,086 94.3% 
Knox NHC HealthCare, Farragut  100 33,977 93.1% 
Knox NHC HealthCare, Fort Sanders  166 51,239 84.6% 
Knox NHC HealthCare, Knoxville  129 34,906 74.1% 
Knox Senator Ben Atchley's State Veterans' Home  140 48,891 95.7% 
Knox Serene Manor Medical Center  79 27,036 93.8% 
Knox Shannondale Health Care Center  176 61,865 96.3% 
Knox Summit View of Farragut  113 37,464 90.8% 
Knox WellPark at Shannodale  30 2,893 26.4% 
Knox West Hills Health and Rehab  194 37,815 53.4% 
Knox Westmoreland Health and Rehabilitation Center  222 51,449 63.5% 

Total  1,967 566,684 78.9% 
Joint Annual Report of Nursing Homes, 2016 Final, Tennessee Department of Health Division of Policy, Planning, and Assessment 

. 
The applicant calculated the following bed need.  A need for 3,555 beds in Knox County, minus 
(1,967 existing beds - 140 VA beds) = 1,827, leaving a total bed need of 1,728 beds. 
 
The Department of Health calculated the total bed need for Knox County to be 3,554 beds.   
(1,967 existing beds - 140 VA beds)= 1,827, leaving a total bed need of 1,727 beds. 
 
NHC Healthcare, Farragut has maintained a licensed bed utilization rate of over 93% for the past 
three years.       2014: 95.7%,   2015: 94.3%,   2016: 93.1% 
              Source: 2014-2016 Joint Annual Reports for Nursing Homes 
 
TENNCARE/MEDICARE ACCESS: 
 NHC is a Medicare certified provider and seeks to target patients who are Medicare beneficiaries 
seeking skilled nursing care.  The majority of patients placed in nursing facilities from an acute 
care setting are Medicare beneficiaries.  The addition of this project will improve Medicare patient 
access to this level of care, as well as, reducing the health care system expense of potential added 
days of acute care stays as patients wait for Medicare bed to become available. 
 
NHC Healthcare, Farragut is a Medicare provider, provider number 44-5415. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The total estimated project cost which includes fixed and moveable equipment as well as CON 
filing fees. is $140,000 and will be funded through cash reserves as documented by the NHC Vice 
President on Attachment Section B Economic Feasibility B5. 
  
The project will require the renovation of 2,292 square feet of existing patient rooms at a cost of 
$21.82 per square foot for the $50,000 renovation only.  
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 Project Costs Chart:  The Project Cost Charts is located on page 44 of the application.  
The total project cost is $140,000. 

 
Historical Data Chart:  The Historical Data chart is located in Attachments Section B, 
Economic Feasibility C. The applicant reports 34,919, 34,419, and 33,977 patient days in 
2014, 2015, and 2016 with net operating revenues of ($697,525), $394,247, and $57,294 
each year, respectively. 

 
Projected Data Chart: The Projected Data Chart is located in Supplemental 1 of the 
application.   The applicant projects 1,881 and 2,017 patient days in 2019 and 2020 with net 
operating revenues of $90,434 and $135,743 each year, respectively for the project only. 
 
The applicant provides projected data supporting both short term and future financial 
feasibility for the project. 

Proposed Charge Schedule 
 Current Year One Year Two % Change  

Gross Charge $620 $648 $674 8.8 

Average 
Deduction 

$170 $185 $202 18.7 

Average Net 
Charge 

$450 $463 $472 5.06 

 
Project only Payor Mix Year One 

Payor Source Projected 
Gross 

Operating 
Revenue 

% of Total 

Medicare $1,209,312 99.1% 
TennCare   

Commercial   
Self-Pay   

Charity Care   
Other (Hospice) $10,762 .9% 

Total $1,220,074 100% 
 

Proposed Staffing project only 
Title Current  

FTE 
Proposed 

FTE 
RN  .70 
CNA  2.8 

 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The 125-bed pool effective through June 30, 2018 will be affected.  At the time of filing this 
application there were 125 beds left in the pool, with 32 beds pending approval at the December 
2017 HSDA meeting. 
 
NHC Healthcare, Farragut is focused on decreasing hospital admission rates to acute care providers 
resulting in better quality outcomes for patients and decreasing healthcare system costs. 
 
The applicant believes the project will positively contribute to the increasing need for skilled 
nursing home beds and services to an expanding elderly population of Knox County.  The 
additional beds will serve as a referral source for home health agencies, hospitals and assisted 
living facilities. 
 
There will be no duplication of services in the service area, as the addition of only 6 beds is a small 
percentage of the 1,967 needed SNF beds projected for Knox County in 2020. Options considered 
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as alternates to the project included, do nothing, add more than six beds, and add fewer than six 
beds.  However, due to high utilization and the ability to utilize existing space, the decision to add 
6 additional beds was considered the best option. 
 
The applicant provides a project completion forecast chart on page 75 of the application starting 
with the potential HSDA approval date of 04/2018 and Final Project Report Form submitted 
04/2019.  
 
NHC currently has two outstanding CON projects: 
CN1604-014A NHC Healthcare, Cookeville  
CN1404-011 The Health Care Center of Hermitage 
 
NHC Healthcare has recognized the need for qualified staffing and has implemented several 
recruiting and retainment programs.  The company has established partnerships with the following 
educational institutions: 
University of Tennessee 
Pellissippi State University 
Lincoln Memorial University 
Roane State 
Tennessee State Vocational College 
Tennessee Wesleyan 
 
NHC Healthcare has a companywide program to provide in-house education to assist in obtaining 
licensed and non-licensed personnel.  NHC has implemented a scholarship program for 2 and 4 
year nursing programs and aims to have at least two partners from each NHC center attending 
nursing school through the scholarship program.  The company also operates an in house 
certification program for nurses aides.  Persons graduating from this program are eligible to work 
as nurses aides. 
 
In addition, NHC has developed a 24 month administrator in training program for college 
graduates which teaches all aspects of management for long term care facilities. More than half of 
all the companies’ administrators are graduates of this program. 
 
QUALITY MEASURES: 
The applicant is licensed by the State of Tennessee, Department of Health, license number 
0000000363. The last state survey for Medicare recertification on 10-25-17 noted deficiencies.  A 
Plan of Correction was submitted and accepted by the department of Health. 
 
Medicare.gov web site reveals there have been two federal fines issued to NHC Healthcare, 
Farragut in the past three years.  This site provides and Overall rating of “Below Average”, 2 out of 
5 star rating. The site gives the applicant a “Much Above Average” 5 Star rating in Quality of 
Resident Care. 
 
U.S. News and World Report named NHC Healthcare, Farragut as one of the top five best nursing 
homes in Knox County, 2017. 
 
NHC Healthcare, Farragut has preferred provider status with several medical facilities, including 
OrthoTN, UT Memorial Hospital, and Summit Medical Group. 
 
The applicant also provides a copy of their Quality Assurance and Performance Improvement 
statement and principles and page 29 of the application. 
 
NHC Healthcare Farragut participates in the Quality Improvement in Long Term Services and 
Supports Initiative (QuiLTSS).  This program is directed towards Patient Satisfaction, Culture 
Change and Quality of Life, Staff Competency and 2 additional clinical measures. 
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The company also uses a third party quality measure, NRC Health’s post-acute customer 
experience program My InnerView.  This measure is directed at improving quality in all long term 
care and short stay settings.  This program provides for the collection of customer satisfaction 
information which can be analyzed to track patient satisfaction data nationally. 
 

 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

STATE HEALTH PLAN 
CERTIFICATE OF NEED STANDARDS AND CRITERIA  

FOR NURSING HOME SERVICES 
 
The Health Services and Development Agency (HSDA) may consider the following standards and 
criteria for applications seeking to provide nursing home services as defined by Tennessee Code 
Annotated (TCA) Section 68-11-201(28). Rationale statements are provided for standards to 
explain the Division of Health Planning’s (Division) underlying reasoning and are meant to assist 
stakeholders in responding to these Standards and to assist the HSDA in its assessment of 
certificate of need (CON) applications. Existing providers of nursing home services are not affected 
by these Standards and Criteria unless they take an action that requires a new CON for such 
services.   
 
NOTE:  TCA Section 68-11-1622 states that the HSDA “shall issue no certificates of need for new 
nursing home beds, including the conversion of hospital beds to nursing home beds or swing 
beds,” other than a designated number of such beds per fiscal year, “to be certified as Medicare 
skilled nursing facility (SNF) beds….” Additionally, this statute states that the number of Medicare 
SNF beds issued under this section shall not exceed the allotted number of such beds per 
applicant. The applicant should also specify in the application the skilled services to be provided 
and how the applicant intends to provide such skilled services. 
 
NOTE:  An applicant that is not requesting a CON to add new nursing home beds shall have its 
application reviewed by the HSDA staff and considered by the HSDA pursuant to TCA Section 68-
11-1609. 
 
Standards and Criteria 
 

1. Determination of Need. 
 

The need for nursing home beds for each county in the state should be determined by 
applying the following population-based statistical methodology: 
 

Need =  .0005 x population 65 and under, plus 
 .012 x population 65-74, plus 

    .060 x population 75-84, plus 
    .150 x population 85 + 
 
. 

The applicant calculated the following bed need.  A need for 3,555 beds in Knox County, minus 
(1,967 existing beds - 140 VA beds) = 1,827, leaving a total bed need of 1,728 beds. 
 
The Department of Health calculated the total bed need for Knox County to be 3,554 beds.   
(1,967 existing beds - 140 VA beds)= 1,827, leaving a total bed need of 1,727 beds. 
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2. Planning horizon:  The need for nursing home beds shall be projected two years into the 
future from the current year.  
 
 
 

3. Establishment of Service Area: A majority of the population of the proposed Service 
Area for any nursing home should reside within 30 minutes travel time from that facility. 
Applicants may supplement their applications with sub-county level data that are available 
to the general public to better inform the HSDA of granular details and trends; however, 
the need formula established by these Standards will use the latest available final JAR data 
from the Department of Health. The HSDA additionally may consider geographic, cultural, 
social, and other aspects that may impact the establishment of a Service Area.  
 

According to the 2016 Joint Annual Report for Nursing Homes, 48% of the patients utilizing NHC 
Healthcare, Farragut resided in Knox County. 

 
4. Existing Nursing Home Capacity: In general, the Occupancy Rate for each nursing 

home currently and actively providing services within the applicant’s proposed Service Area 
should be at or above 90% to support the need for any project seeking to add new 
nursing home beds within the Service Area and to ensure that the financial viability of 
existing facilities is not negatively impacted. 
 

Service Area Nursing Home Utilization, 2016 
County Nursing Home Licensed. 

Beds 
Total Days 

of Care 
Licensed 

Occupancy 
Knox Beverly Park Place Health and Rehab  271 73,109 73.9% 
Knox Fort Sanders Transitional Care Unit  24 6,872 78.4% 
Knox Holston Health and Rehabilitation Center  94 29,618 86.3% 
Knox Island Home Park Health and Rehab  95 26,533 76.5% 
Knox Kindred Nursing and Rehabilitation - Northhaven  96 29,931 85.4% 
Knox Little Creek Sanitarium  38 13,086 94.3% 
Knox NHC HealthCare, Farragut  100 33,977 93.1% 
Knox NHC HealthCare, Fort Sanders  166 51,239 84.6% 
Knox NHC HealthCare, Knoxville  129 34,906 74.1% 
Knox Senator Ben Atchley's State Veterans' Home  140 48,891 95.7% 
Knox Serene Manor Medical Center  79 27,036 93.8% 
Knox Shannondale Health Care Center  176 61,865 96.3% 
Knox Summit View of Farragut  113 37,464 90.8% 
Knox WellPark at Shannodale  30 2,893 26.4% 
Knox West Hills Health and Rehab  194 37,815 53.4% 
Knox Westmoreland Health and Rehabilitation Center  222 51,449 63.5% 

Total  1,967 566,684 78.9% 
Joint Annual Report of Nursing Homes, 2016 Final, Tennessee Department of Health Division of Policy, Planning, and Assessment 

 
 
 

5. Outstanding Certificates of Need: Outstanding CONs should be factored into the 
decision whether to grant an additional CON in a given Service Area or county until an 
outstanding CON’s beds are licensed. 
There are no outstanding CON projects in the proposed service area of Knox County. 
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6. Data:  The Department of Health data on the current supply and utilization of licensed and 
CON-approved nursing home beds should be the data source employed hereunder, unless 
otherwise noted. 

 
Noted by applicant. 
 

7. Minimum Number of Beds: A newly established free–standing nursing home should 
have a sufficient number of beds to provide revenues to make the project economically 
feasible and thus is encouraged to have a capacity of least 30 beds. However, the HSDA 
should consider exceptions to this standard if a proposed applicant can demonstrate that 
economic feasibility can be achieved with a smaller facility in a particular situation.  
 
Noted by applicant.  The proposed project is for the addition of 6 beds to an existing 100 
bed licensed nursing home facility. 
 

8. Encouraging Facility Modernization: The HSDA may give preference to an application 
that: 

a. Proposes a replacement facility to modernize an existing facility. 
 

b. Seeks a certificate of need for a replacement facility on or near its existing facility 
operating location. The HSDA should evaluate whether the replacement facility is 
being located as closely as possible to the location of the existing facility and, if 
not, whether the need for a new, modernized facility is being impacted by any 
shift in the applicant’s market due to its new location within the Service Area. 

 
c. Does not increase its number of operating beds.  

 
Not Applicable 

 
9. Adequate Staffing: An applicant should document a plan demonstrating the intent and 

ability to recruit, hire, train, assess competencies of, supervise, and retain the appropriate 
numbers of qualified personnel to provide the services described in the application and 
that such personnel are available in the proposed Service Area. However, when 
considering applications for replacement facilities or renovations of existing facilities, the 
HSDA may determine the existing facility’s staff would continue without significant change 
and thus would be sufficient to meet this Standard without a demonstration of efforts to 
recruit new staff. 

 
NHC is currently fully staffed and only requires the addition of .7 RN and 2 nursing aides in 
year one. 
 

10. Community Linkage Plan: The applicant should describe its participation, if any, in a 
community linkage plan, including its relationships with appropriate health care system 
providers/services and working agreements with other related community services to 
assure continuity of care.  If they are provided, letters from providers (including, e.g., 
hospitals, hospice services agencies, physicians) in support of an application should detail 
specific instances of unmet need for nursing home services. 

The applicant provides a list of providers NHC Healthcare Farragut has established transfer 
agreements with on page 57 of the application, as well as an extensive list of other 
providers that NHC has community linkages with in the service area on page 25. 
 



__________________________________________________________________________________________________ 
DOH/PPA/…CON#1711-033                                                                                           NHC Healthcare-Johnson City 
                                                                                                                  Nursing Home Services 
 

- 8 - 

11. Access: The applicant should demonstrate an ability and willingness to serve equally all of 
the Service Area in which it seeks certification. In addition to the factors set forth in HSDA 
Rule 0720-11-.01(1) (listing the factors concerning need on which an application may be 
evaluated), the HSDA may choose to give special consideration to an applicant that is able 
to show that there is limited access in the proposed Service Area.  However, an applicant 
should address why Service Area residents cannot be served in a less restrictive and less 
costly environment and whether the applicant provides or will provide other services to 
residents that will enable them to remain in their homes. 

The applicant’s main focus is to provide post-acute care services primarily to patients 
discharged directly following an acute care hospital stay. The applicant reports on average, 
patients spend about 20 days in the skilled nursing facility receiving rehabilitative services 
which allows them to return to a less restrictive and less costly environment.  
 
NHC is a Medicare certified provider and seeks to target patients are Medicare beneficiaries 
seeking skilled nursing care.  The majority of patients placed in nursing facilities from an 
acute care setting are Medicare beneficiaries.  The addition of this project will improve 
Medicare patient access to this level of care, as well as, reducing the health care system 
expense of potential added days of acute care stays as patients wait for Medicare bed to 
become available. 

 

12. Quality Control and Monitoring: The applicant should identify and document its 
existing or proposed plan for data reporting, quality improvement, and outcome and 
process monitoring systems, including in particular details on its Quality Assurance and 
Performance Improvement program as required by the Affordable Care Act.  As an 
alternative to the provision of third party accreditation information, applicants may provide 
information on any other state, federal, or national quality improvement initiatives. An 
applicant that owns or administers other nursing homes should provide detailed 
information on their surveys and their quality control programs at those facilities, 
regardless of whether they are located in Tennessee. 

NHC Healthcare, Farragut actively monitors key patient care outcomes: pressure ulcers, 
weight loss, and falls, and responds as determined by the data.   

The applicant states that they currently meet the Quality Assessment and Assurance 
requirements mandated by our survey regulations.  Each center uses The Quality 
Improvements Program Manual as a guide for internal committees and activities.  The 
applicant also provides a copy of their Quality Assurance and Performance e Improvement 
statement and principles and page 29 of the application. 
 
NHC Healthcare Farragut participates in the Quality Improvement in Long Term Services 
and Supports Initiative (QuiLTSS).  This program is directed towards Patient Satisfaction, 
Culture Change and Quality of Life, Staff Competency and 2 additional clinical measures. 
The company also uses a third party quality measure, NRC Health’s post-acute customer 
experience program My InnerView.  This measure is directed at improving quality in all 
long term care and short stay settings.  This program provides for the collection of 
customer satisfaction information which can be analyzed to track patient satisfaction data 
nationally. 
NHC Healthcare, Farragut has begun preparations for the proposed regulation for Quality 
Assurance and Performance Improvement mandated by the Affordable Care Act, by 
developing a QAPI purpose statement and principles on page 29 of the application. 
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13. Data Requirements: Applicants should agree to provide the TDH and/or the HSDA with 
all reasonably requested information and statistical data related to the operation and 
provision of services at the applicant’s facility and to report that data in the time and 
format requested.  As a standard of practice, existing data reporting streams will be relied 
upon and adapted over time to collect all needed information. 

The applicant agrees to provide all required data. 

13. Additional Occupancy Rate Standards: 

a. An applicant that is seeking to add or change bed component within a Service Area 
should show how it projects to maintain an average occupancy rate for all licensed beds of 
at least 90 percent after two years of operation. 

The applicant projects an occupancy rate of 85.9% and 91.9% in the years one and two 
respectively. 

b. There should be no additional nursing home beds approved for a Service Area unless 
each existing facility with 50 beds or more has achieved an average annual occupancy rate 
of 90 percent.  In determining the Service Area’s occupancy rate, the HSDA may choose 
not to consider the occupancy rate of any nursing home in the proposed Service Area that 
has been identified by the TDH Regional Administrator as consistently noncomplying with 
quality assurance regulations, based on factors such as deficiency numbers outside of an 
average range or standards of the Medicare 5 Star program. 

The average occupancy for facilities with 50 or more beds does not meet the average of 
90 percent. 

c. A nursing home seeking approval to expand its bed capacity should have maintained an 
occupancy rate of 90 percent for the previous year.  

 2016: 93.1% 
 Source: 2016 Joint Annual Reports for Nursing Homes 
 
  
 


